Introduction
Corporate governance enjoyed unprecedented attention around the globe over the last decade. There are various reasons for its recent prominence. These reasons are very context-specific. In some (mostly developed economy) contexts its prominence was driven by the agency problem (Collier and Roberts 2001, 67) and investor activism (Rossouw 2002, 137) , whilst in other (mostly developing economy) contexts it was driven by the desire to attract foreign investment and to gain national and international legitimacy (Chernoff 1999, 2) . This essay focuses on the relationship between corporate governance and business ethics from a developing country perspective. More specifically, it will look at a recent development in South Africa where the Second Report on Corporate Governance for South Africa (IOD 2002) , also known as the King II Report, gave particular prominence to business ethics. The motivation for its emphasis on business ethics as well as its guidelines for the governance of ethics will be explored and, in closing, also critically reviewed.
The King II Report on Corporate Governance for South Africa
The King II Report on Corporate Governance for South Africa 2002, named after the chairperson of the committee who drafted the report, Judge Mervyn King, is the successor code to the King Report on Corporate Governance for South Africa 1994 (IOD 1994) . The King II Report not only opts for an inclusive stakeholder approach (referred to as a "participative corporate governance system" in the report, p. 7), but also assigns responsibility for the governance of ethics to the board of directors. In a section of the report titled, "Integrated Sustainability Reporting," it discusses the responsibilities of the board of directors with regard to the social, ethical, and environmental performance of the corporation. The report makes it clear that the social, ethical, and environmental performance of the corporation crucially determines whether the corporation will be able to sustain its financial performance. By social performance the report implies the moral obligations of corporations toward social transformation issues such as black economic empowerment and human capital development, by ethical performance it refers to the standards of corporate behavior or integrity, and by environmental performance it alludes to the obligation to protect the natural ecology. This detailed and explicit emphasis on social, ethical, and environmental obligations has been hailed as a "world first" for corporate governance reports (KPMG 2001) .
A close reading of the King II Report reveals that the report is informed by the contemporary theoretical discourse on corporations and their moral obligations. The view of the corporation that underlies the report is one that contradicts Friedman's idea (1970) that corporations have no other moral obligations than making profits for their shareholders. It rather supports French's view (1979) that corporations can and should be regarded as moral actors. Like Evan and Freeman (1993) and Goodpaster (1991) , it contends that corporations have moral obligations to a wide range of stakeholders.
This stakeholder notion of the corporation is reflected in the report's option for an inclusive stakeholder approach as well as in its recommendation that the board of directors should take responsibility for the governance of ethics. The following considerations are explicitly mentioned in the report as motivations for the inclusive model of corporate governance that the King II Report opted for:
• Sustainability • License to operate
